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_ ~Sponsor Statement
Senate Bill 170: insurance Coverage for Well-Baby Exams”

SB 170 would require private health insurance plans to include in their standard coverage for
dependents “well-baby” exams. These exams, considered a part of routine pediatric health
supervision, are often referred to as “well-child” exams or “well-child” care. They are
commonly known as infant check-ups and are estimated to cost between $125 and $250, not
including immunizations. At least twenty-one States require commercial insurance companies to
cover some level of well-child care.

This bill would require “well-baby” exams for infants during their first 24 months of life. Those
exams include monitoring development and ﬁrowth rates, hearing, vision, language skills, motor
development, diet, general and preventative health care, immunizations, and infectious diseases.
A wide consensus exists that certain preventative interventions improve health outcomes and are
cost-effective. This bill ensures that Alaskan babies receive as a matter of course the best

preventative health care possible.
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You asked about health insurance coverage for ‘well-child" examinations. Specifically, you
wanted the following information:

« The number of states that require insurance companies to provide coverage for well-child
exams;

¢ Provisions of those requirements, including the number and frequency of exams required
to be covered and the obligations, if any, that such laws place upon the insured;

*« Research showing the health impacts of well-child examinations; and

« Potential impacts to Alaska of requiring coverage of well-child exams including benefits,
negative consequences, and impacts on the uninsured.

Summary

Since being incorporated into the U.S. health system in the 1930s, routine pediatric health
supervision— commonly known as "well-child" care or well-child exams— has become a
cornerstone of the nation's preventive healthcare.1 At least twenty-one states require commercial
insurance companies to cover some level of well-child care; however, among these states the
health services and the number of exams that must be covered vary widely.

Despite the efforts of government agencies and others in recent years, high quality clinical
research into the effectiveness of well-child exams is relatively scarce. This circumstance creates
difficulties for healthcare providers, policy-makers, and parents when weighing the costs and
benefits of providing or funding well-child care. Clearly, for certain population groups— in
particular children of low-income families, who are most likely to suffer from chronic illness—
certain aspects of well-child exams appear highly beneficial. Beyond immunizations, however,
the battery of well-child services suggested in the schedules recommended by groups like the
American Academy of Pediatrics (AAP), when delivered to healthy children, may incur costs
unnecessarily and further strain an already burdened healthcare system.

Two things are true of nearly all state insurance mandates: they provide increased access to
services and protection to consumers, and they raise premium costs. The question with regard to
mandating well-child coveraqe in Alaska, then, is as follows: would the benefits gained by
expanding preventive serv.js outweigh potential increases in insurance premiums and the
associated possible loss of coverage? Unfortunately, with the data available to us, we cannot
conclusively answer this question. There exists wide consensus that certain preventive
interventions improve health outcomes while remaining cost-effective— particularly when those
services are targeted to population groups at increased risk for chronic illnesses. With the limited
data available to us, however, it is not possible to determine the overall impact of mandating all
well-ct.ild care services recommended by the AAP and others.

1inttiis report the terms ‘well-child’ and ‘well-baby* exams or care are used interchangeably. Significant variation
exists in the composition of these exarms among various jurisdictions and healthcare providers. Ingeneral, the visits
Indude a mixture of health interventions delivered by a pediatrician or other healthcare provider according o a specified
schedule throughout childhood.  The interventions most commonly include behavioral counseling (sleep paositioning,
violence prevention, etc.), health screening (testing for iron deficiency, vision impainment, etc.), and delivery of prophylaxis
(immunization, vitamin supplementation, etc.).
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It is clear that mandating commercial insurance companies to cover well-child care would directly
result in increased preventive care for only a portion of the state's children. About 47 percent of
Alaskan children either receive public insurance benefits, which include access to robust well-
child care, or are uninsured. The remaining 53 percent receive employer-based or some other
form of private insurance. Although this is the type of insurance that a mandate would impact, a
majority of such plans may already cover some aspects of well-child care (most often
immunization and physical exams, at a minimum). With the data to which we have access, it is
not possible to determine the number of children who would receive access to ‘new benefits*

through a well-child mandate.2

Denali KidCare, Alaska's combination Medicaid and State Children's Health Insurance (SCHIP)
program, provides access to comprehensive well-child benefits for low-income children as
required by the federally mandated Early and Periodic Screening, Diagnosis, anc Treatment
program (EPSDT). The services in this program are generally more comprehensive than those
provided by private insurers, yet research has shown that Medicaid's coverage of children is, on
average, less expensive than private coverage. However, like many other states, Alaska
struggles to enroll all of its eligible children. Particularly troublesome is that data from the U.S.
Census Bureau show that the very young children (ages 0-6 years) of the lowest income families
(under 100 percent of the federal poverty threshold) are also the least likely to be enrolled.
Although the federal government is now requiring that states increase efforts to meet an 80
percent participation threshold, enroliment is not the sole issue. Of the Alaska children who are
enrolled in Denali KidCare, only about half receive the well-child exams to which they are t..titled.
This lack of utilization is likely the result of a number of factors, including lack of access to
healthcare providers and parents being unaware of available benefits. The combination of under-
enrollment and low utilization of benefits means that there are thousands of Alaska children who
currently qualify for well-child benefits, but do not receive those services.

Other states appear to have successfully increased delivery of well-child services by combining
public insurance with private coverage of cost-effective services that have shown to improve
health outcomes. Five of the seven states that currently exceed the federal goal of enrolling 80
percent of eligible children for EPSDT benefits have expanded both initial eligibility requirements
for public insurance (at least 200 percent of federal poverty guidelines) and mandates for

commercial well-child coverage.

Regardless of the strategies pursued, when considering mandating coverage of well-child care,
Alaska-specific actuarial analyses of the cost-effectiveness of delivering individual preventive
services to specific population groups may be the best means of determining which benefits

would best serve the state's children.

*The number of children who would receive new benefits depends largely on two factors as follows:  the services to
which children currently have access, which we cannot determine largely due to confidentiality provisions of insurance
carriers and state regulators, and the specific mandates that may be enacted in law.
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Private Insurance Coverage of Well-Child Exams inthe S tates

At least twenty-one states require private health insurance plans to, include coverage of well-child
exams hased on the “Recommendations for Preventive Pediatric Healthcare," or “periodicity
schedule,' published by the American Academy of Pediatrics (AAP).3 Few of these states,
however, require coverage of all of the procedures in the complete periodicity table. Indeed,
states vary widely in the number and types of procedures covered, the years for which coverage
IS required, and” whether the exams are exempt from deductible, co-f%, and coinsurance
charges. For instance, New York requires very broad coverage of the recommendations
from™hirth to age twenty and exempts the ‘costs for those exams from deductibles and
coinsurance. By contrast, Montana requires coverage only throu?h age three and allows
companies to charge a co-pay and coinsurance for relatéd exams and treatments.4

Other than deductibles, co-pays, and coinsurance, we located no requirements of or obligations
placed upon the insured as a result of laws requiring coverage of well-child exams. Specifically,
Wwe found no requirementthat insured parents make Use of wéll-child benefits.

Research on Well-Child Exams

Assessing the overal| effectiveness of well-child exams is complicated by a number factors. First,
we were "unable to locate high quality evidence-based studies of the impact of the exams as
whole—that is, the specific combination of screening, preventive treatment, and counseling, that
are generally included in these exams. Indeed, with the notahle exception of childhood
Immunizations, rigorous research designs such as randomized clinical trials have rarely been
applied to individual components of the exams, much less for the well-child reﬁlmen as a whole.
Second, even where a particular service can be shown to provide benefits, those benefits may
not justify the costs for delivering that service to all children.

The Evidence Base

The U.S. Department of Health and Human Service established the U.S. Preventive Services
Task Force &SPSTF& in 1984 to give health care Professmna_ls_ advice about which forms of
preventive care should be routlney offered to patients who exhibit no symptoms of illness.9 In
order to be recommended by the USPSTF, a given service must first undergo rigorous, impartial

1Those states are Arkansas, California, Colorado, Connecticut, Florida, Georgr%a, Hawail, |owa, M r¥|and, N
Massachusetts, Minnesota, Missouri, Montana, New Mexico. New York, Ohio, Oklahoma, Rhode Island, Texas, Virginia,
and Wisconsin. Additional states require coverage of individual procedures—metabolic testing and hearing screening, for
example—yut do not compel covera%? of the comprehensive exams recommended by the AAP. We include a copy of the

AAP periodicity table as Attachment

4We include a table prepared by the AAP, which provides details on states' requirements for coverage of wed-child
exams, as Attachment B. Jody Ruskamp-Hatz, Senior Policy Specialist, National Conference of State Le_rqlslatures, (303)
§56-1521. provided this table.” According, to Ms. Ruskamp-Hatz, most laws requiring coverage of well-child exams were
enacted due to the advocacy of the AAPfor the "Child Health Insurance Reform Plan* (CHIRP).

" Extensive information about the USPSTF and its recommendations are available online at
httpJTwww. ahrg govicJinic/cps3dix. htmtpediatrtc.
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assessments of the scientific evidence of its effectiveness. Since its inception, the Task Force
has been W|de|¥_ viewed as the 'gold standard* for definitevly establishing the importance of
including prevention in primary health care;however, due to the very high standards of evidence
required, relatively few sen/ices have received the recommendation of USPSTF for delivery to
asymptomatic_ chiildren who are at avera%e risk for illness,  Table 1 compares "the
reCommendations of the USPSTF to those of the ‘well-child" periodicity schedule of the AAP for a

child of twelve months.8

' Clearly, both the AAP and the USPSTF promote the value of preventive medicine, and the variations among their
recommendations may not reflect disagreements between the two rouRs, but rather result from the organizations
differing missions and methods. The USPSTF is widely recognized as having among the must stringent evidence-based
standards In reviewing preventive heeith services prior'to recommending those services be administered vridely. By
contrast, although the AAP supports Its recommendations with soma degree of clinical evidence, the organization uses an
‘expert consensus' method, inaddition, the AAP may be more concerned with establishing a * continuum of care* for
Individual patients through frequent and comprehensive exams than with absolute clinical certainty of the value of a
service to the entire population.
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Table 1. Comparison of USPSTF and AAP Preventive Services
Recommendations for a Child of Twelve Months

AAP J KxMSWArC.
servieel | Paiffint Riak Eondihiy "\

Average Increased Average Increased

Anemia (iron deficiency) Screening X | B
Developmental/Behavioral Assessment

X
Hearing Screening _ X 13
Hereditary/Metabolic Screening X Currently be ng updated
Hip Displaysia Screening I
Immunization X X4
X
X

Injury Prevention
Lead Screening

D
Nutrition Counseling5 _

Oral Fluoride _SupCp ementation B
Physical Activity Counseling |
Skin Cancer Counseling |
Tuberculin Test X

Urinalysis _ X

Violence Prevention X I
Vision Screening X B
Legand: American Academy of Pediatrics (AAP): X - Reco.  lended; U.S. Preventive Services Task Force
(USPSTF) "gradmf]}“ system:” A - Strongly recommended: B - Recommended; C - No recommendation; 0 - Not
recommended: | - Insufficient evidence t0 make determination. _ S _

Notes: The AAP and the USPSTF hoth promote the value of preventive medicine. Differences among their
recommendations may not reflect disagreements between the two groups, but rather may result from the
organizations' differing missions and methods. The USPSTF is widely recognized as having among the most
st_nn?ent standards i reviewing preventive health services prior to recommeénding those sefvices be administered
widely. By contrast, the AAP may be more concemed with establishing a “continuum of care" for individual patients

through frequent and comprehensive exams, o
1) These are the services that one or both of the groups recommend for asymptomatic children at age 1 (twelve
months). A blank space in the AAP.columns ingicates this service was not included in the group’s schedule of
preventive services. A blank in the USPSTF columns indicates that the task force has not issued an opinion on the
service. Recommended services vary by age for both organizations. _ _ _

2) Each o%ggnlzatl_on publishes guidance regarding ircreased risk factors for children of various ages, For instance,
the USPSTF considers status as a recent immigrant and low birth-weight and premature hirth to be risk factors for

anemia,
3) The USPSTF does, however, recommend hearing screening at birth. N _
4) Althoygh it issues no immunization recommendations, the USPSTF endorses the joint recommendation cf the
AAP and The Centers for Disease Control, which is widely accepted as the official immunization schedule of the U.S.
5?]_The USPSTF recognizes the |mPortance of nutrition and has reviewed data on the health risks of obesity in
children; however, this is an example of a service for which there is insufficient evidence showing the positive and
negative results of counseling. As a result, the organization has not Issuied a recommendation for nutritional
counseling and has found indufficient evidence ('I") for obesity screening in children a&id 6 and older.
a

ources:” American Academy of Pediatrics, Committee on Practice and Ambulatory Medicing, online at .
Ettn IZmua |cu-annuChaﬁrmr|PntamJaaUaaaMaPEuUaad?A%cm%pt& M ELm""E%a ¥ ”|k jgial___

The differences between the recommendations of the USPSTF and the AAP are illustrative of the
environment of confusing and often conflicting information in which healthcare providers,
policymakers, and others are operating with regard to well-child exams. A group of researchers
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who reviewed numerous studies in an attempt to assess the value and efficacy of well-child
exams found that

taken together, the literature evaluating the effectiveness of well-child care is
perhaps more remarkable for its limitations that for its findings.7

Those words werg written in 1989. Despite the efforts of the USPSTF and others in the
intervening years, it does not appear that the situation has improved significantly.

A 2004 study that reviewed the well-child recommendations of seven major North American
health organizations found hundreds of discrete. recommendations, and forty-two separate
preventivé interventions for children that were variously recommended by two or more of the
organizations studied.8 Despite the dozens of recommended services, the researchers reported
that they found, “limited direct evidence* to support the recommendations. Although delivering
reventive services, even in the absence of clinical data may appear benign, perhaps even wise,
hese researchers concluded otherwise, as follows:

Because a large number of interventions are routinely recommended and often
mandated and”because the implementation of any recommendation may cause
harm (including the displacement of other ~beneficial activities), these
recommendations should be based on the strongest possible evidence. When
recommendations are made, supporting evidence Should be clearly stated.9

Governments at all levels may have to take more active roles in developing the evidence hase for
well-child exams. In the” meantime, however, scarce data, and “the discrepancies, in
recommendations from well-respected organizations, require that healthcare providers, policy-
makers, and parents make often difficult décisions in prioritizing limited healthcare resources.

Weighing Costs and Benefits

Critically discussing the costs of well-child exams in public arenas is often challenging because if
a given’service has a chance of improving the health of children it is difficult 10 deny that service,
even where evidence of its efficacy is relatlve_lx weak.  Nonetheless, in an_age of rapidly
increasing healthcare costs and inténse competition for healthcare dollars, policy-makers and
others may have little choice but to prioritize services according to their costs and benefits in
relation to other services, This is particularly true in light of the fact that ?overnmental well-child
policies impact not only those who are covered b){ Medicaid and other public health grograms_, but
also the insurance companies that are ‘mandated* to provide coverage of well-baby visits in
nearly half of the states and, ultimaely the consumer who may bear increased costs in‘a number
of ways. Moyerand Butler emphasized this point in the following discussion: 10

TJudith L Wagner, Rog%er C. Herdman, and David W. Alberts, Well-Child Care: How Much is Enough?* Health
Affairs, Vol. 8, No. 3; Fall 1989. We include a copy of this article as Attachment C.

*Virginia A M0¥er. MD,, M.P.H., and Mar%aret Butler, BA 'Ga;\)As/ In the Evidence for Well-Child Care; A
Challengé'to Our Pratession,* Pediatrics, Vol. 114, No. 8; Dec. 2004, We indude a copy of this article as Attachment D.

*Moyer and Butler, p. 1511,
10Moyer and Butler, pp. 1516-1517.
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of physician and staff time, laboratory costs, and costs of agents used in
Prophylams but also costs to parents, such as time lost from work and costs of
ransportation.

As the authors say, these costs become increasingly burdensome if they cannot be justified by
the henefits produced, particularly in light of the increased demands the exams place on the

healthcare system:

When ineffective or less effective interventions  displace more effective
interventions, children are deprived of the more effective interventions, AIthougih
time Per [healthcare] visit has increased, the average remains [approximately] 15
minutes ... it would require 7 to 8 hours per working day for a primary care
physician to provide the preventive services recommended by the USPSTF,
making it unfeasible to provide even this limited list of preventive services within

the cuirent structure of practice.
Measures of Costs and Benefitsll

There are a number of ways in which to weigh costs, and benefits of health policy, the most
comprehensive of which are qune complex, oftén requiring analysis by an actuary specializing in
healthcare. Perhaps the most common of these methods are variations of "cost analysis," “cost-
benefit analysis," and cost-effectiveness analysis," which are briefly defined as follows:

Cost analysis—calculates the net cost of a policy by subtracting the value of
ilinesses prevented by the policy from the cost of_lmplementm% that pollcY (the
“cost of prevention”). " When a policy has a negative cost—that is, the value of
ilness prevented is greater than the  cost of prévention—the intervention is said

to be a cost-saving policy.

Cost-benefit analysis—compares the cost of a policy to improvements in health
as measured in dollars by subtracting the dollar vajue of health improvements
from the cost of Preventlon.l_z Frequently, results of these analyses are
expressed as a cost-henefit ratio with benefits on top end costs on the bottom
(dollar value of health_improvement / cost, of prevention). A pollc%_ Is generally
viewed as worthwhile if the cost-benefit ratio is greater than one, which indicates
the benefits are greater than the costs.

Cost-effectiveness analysis—allows comparison of health policies by dividingi
the value of the health improvement achieved by the policy by the net cost of tha

11 The following two sections are summarized from What Policymakers Need to Know About Cost Effectiveness*
Partnership tor Prevention, 2001, Partnership for Prevention identifies itself as a membership organization of businesses,
nonProﬂt organizations and government agencies advancing policies and ﬂracnces to prevent disease and improve the
health of all’Americans. We Include this document as Attachment E. Further information is available on the group's
Wensite at http://preverrt.oryfcontontAriew/S/20/.

1 This method of cost-benefit analysis is specific to healthcare. The dollar value of health improvements is a
meagsure tha* includes a degree of subjectivity and, at times, controversy. Indepth discussion of such measures are
outside the scope of this report. Additional iriformation on measuring tfie economic burden of illness is included in

Attachment E.
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policy. This calculation creates a figure that can represent the value of a number
of designated outcomes. For example, the analysis could be designed to
compare the relative value of deaths averted for twd screening procedures, the
per year savings of those interventions, or the é)er Injection” value of several
vaccines.  Therefore, unlike cost analysis and cost-benefit analysis, cost-
effectiveness analysis is designed to “show which policies require fewer
resources to_achieve health beriefits compared to other Interventions, but does
not necessarily indicate whether a policy produces net savings.

In ?eneral, it appears that cost-henefit analyses of well-child exam services, RarticularIY those
that are not su_Pporte,d by convincing clinical evidence, provide policymakers with the most useful
!n{ormattlpn with which to make an “apples-to-apples” comparison of the relative value  of
Interventions.

The Cost of Insurance Mandates

There exists fairly wide consensus that governmental mandates that commercial insurance
policies include coverage of specific benefits raises the cost of insurance to consumers. There is
no consensus, however, on the amount of increases such mandates generate. In 2003, the U.S,
General Accounting Office F_GAO) reviewed studies of the costs of State mandates. The GAO
found wide variation in published estimates of increases in premiums attributable to mandates
from a 3.4 percent incCrease in ﬁ_remlums in Maryland, t0 a study in Virginia, that claimed
mandates accounted for nearly thirty percent of premiums. = Some of this variation can_ be
explained by the fact that the number and tyPe of mandates varies among the states.  In addition,
some studiés of mandates did not consider the fact that many state mandated benefits would be
offered by insurance companies—either as an option or as a Standard service—in the absence of
mandates. Insuch cases, state mandate laws cannot be said to be responsible for the full portion
of the premiums that are attributable to the service mandated. In studies that evaluated the
marginal costs of mandates—those that likely would, not be offered in the absence of a
mandate—premium increases due to mandates were typically less than ten percent.13

Research specifically into increases in premiums due to mandating well-child exams appears to
be relatively rare. One study by the Council for Affordable Health Insurance claims that well-child
mandates reﬁ,resent ong pércént to three percent of premiums in the states that require such
coverage. This study did not take into account whether such services would be provided absent
a mandate; neither, however, does the study's definition of well-child care appear to include all of
the services recommended b¥ the AAP périodicity table.24 One of the primary concerns with
mandates is that they may actually reduce coverage for certain consumers by raising premiums
to the extent that individuals or employers are forced to reduce or eliminate coverage. - Although
premiums in the state would likely increase to some degree, in the absence of additional data we
are unable to determine what impact a well-child exam mandate would likely have on the level of
Insurance coverage in Alaska.

11 The GAO report is available online at httpaMnww.gBO.gov/mw.item3/d0311S3 pet.

14The Council for Afforciable Health Insurance is a research and advocacy group made up of insurance carriers. Its
report on mandates is available online at httpdAvww.CBhl.org/ndex.asp.
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Inpacts of Requiring Coverage of Well-Child Exams inAlaska

In general, it appears that health insurance ‘mandates” are hoth beneficial and costly to
consumers. Mandates are popular because they provide consumers greater access to Services,
particularly preventive services, which commercial insurers may not otherwise cover. ThIS
expanded coverage should, lead to avoidance or earlier detection of health issues, which may
produce long-term savm?s In health spending and increased (i_uallt_y of life. However, opponents
of mandates point to sfudies showing that” mandated benefits increase costs to consumers,
forcm(i employers and individuals to feduce their level of coverage or even forego insurance
altogether, resulting in fewer insured individuals.l5 The question with regard to mandating well
child coverage in Alaska, then, is as follows; would ‘the benefits gained by expanding
greventwe ser\/_ges outwe|gh potential increases in insurance™ premiums and the
ssoclated possinle loss of coverage?

Unfortunately, with the data available to us, we cannot conclusively answer this question. To be
clear, there "exists wide consensus that certain preventive services improve health outcomes.
Some of these services likely prove to be sound investments for healthcare dollars because they
avert costly treatments for chronic illnesses. This is particularly true of services targeted to
population ?rou_Ps who_are at increased risks for certain illnesses.  Nonetheless, with the
exception of childhood immunization, we find no source to state with certainty that mandating
commercial insurance cqverage of the combination of services suggested by groups »uch as the
AAP will provide benefits (improved health outcomes and long-term cost savings) that will
outweigh increases in premiums and the potential loss of health Coverage for somg number of
residents that may result. To address these questions fully, you may wish to consult an actuary
specializing In healthcare policy.

Current Well-Child Coverage inAlaska

The exten%ofwell-chlld exam coverage for Alaska children currently depends on several factor

including healthcare coverage status, whether parents take advantage of the well-chil

benefitS that are available to them, and family income level. Table 2 Shows,the status and

%Je of healthcare coverage for Alaskans compared to the national average for children aged 0 to
years.

" We indude, as Attachment F. ‘Mandated Health Insurance Benefits: Tradeoffs Among Benefits Coverage, and
Costs?* Califonia Health Policy Roundtable (@ Kaiser Family Foundation funded organization), July 2002.
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Table 2. Type of Healthcare Coverage of Children Aged 0-18 in Alaska and

theI UkS., 2004

Alaska United fStates

Type of Coverage Individuals Percent Individuals Percent
Empl_o er 96,160 49.3% 43899 504 56.4%
Individual 7,210 3.7% 3,502,620 4.5%
Medicaid _ 60,210 30.8% 20,470,868 26.3%
Other Public 13,790 1.1% 1,089,704 1.4%
Uninsured 17,880 9.2% 8,873,304 11.4%
Total 195,240 100.0% 77,836,000 100.0%

Notes: Percent figures do not sumto 100 percent due to rounding. Alaska's proportion of children covered by "other
Eubllc" insurance exceeds that of the U.S. daopulatlon due inlarge part to children covered by the Indian Health Service.

ource: Kaiser Family Foundation, from

S. Census data; available online at httpJAmm.statehealthfacts.org.

Our analysis of the data in Table 2 indicates that the pool of children who would be impacted by

mandating well-b b)Mcovera e is somewhat limited.

y Medicaid and “other public* insuranc
Service, primarily under the federally mandated Early an ]
Treatment program (EPSDT). (We discuss this program in greater detail be

those covered b

ell-child benefits are currently available to
g, which includes the Indian Health
Periodic Screenin

P Diagnosis and
Mandating

| \ ow.}1
commercial coverage would provide no new benefits {o the uninsured. Therefore, the remammq

pool of approximately
however, that

103,000 children—those covered b

Insurance— re%resents about 53 percent of all children aged 1 ) Y
3 percent of Alaskan children would substantially benefit from mandated well-child

employer-based or individua
or younger. This is not to sa

coverage, because a number of the state's insurers already” provide some level of well-child

benefitS. For instance, Premera Blue Cross, which
Community and Economic Development, Division o

according

0 the Department of Commerce
f Insurance, underwrites about 78 percent of

the comprehensive health insurance policies in the state, includes immunizations and preventive

office Visits in its group

_ _ oup plans.10 Such coverage is limited, howeve
which well-child services are covered or how many exams are allowe

r.and it is unclear exactly
d annually.I7 Nonetheless

it is clear that only a minority of Alaska children who currently receive no well-child benefits would

begiin receiving Such benefits were they to be mandated

y the state. However, the care of

children who currentlﬁ receive benefits’may improve under such a mandate as a number of

studies have shown t

our discussion of EPSDT below

at private preventive coverage is generally less than comprehensive, and
are 8_enerally Inferior to those required under Medicaid (EPSDT).” We explore this issue further in

" Except for group plans with over 200 members, for which such services are an optional benefit. Information on
Premera Blue Cro3s group plans is available online through hnpdAmm pmmrt.com.

17 Insurance companies operating in Alaska are not required to disclose details of policy agreements, except to
regulators who are required.to keep stich information confidential, Wa, therefore, have no means of determining exactly

how many Alaskans with private insurance are entitled to well-child benefits.
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“Uptake” of Well-Child Benefits

Research has demonstrated that even when well-child benefits are available, many Rarents do
not take advantage of them, nor do parents t¥plcally adhere to recommended exam Schedules as
their children age. This is a cause for particular’ concern with, regard to low-income families,
whose children “are more likely to be in poor health, are more likely to have special healthcare
needs, and are at gireater risk for_long-term disability than children in families with hl%h_er
incomes. _In short, these are precisely the children who could benefit most from well-child
exams.18 Figure 1 illustrates the “uptake” of healthcare services by low-income children in 2002,

Figure 1. The Use of Healthcare Services by Insurance Status for Low-
income Children in the U.S., 2002

One or More Well-Child Visits

Uninsured..
Employer
Medicaid

65% |
.EI13

One or More Doctor Visits

Employer
Medicaid

One or More Dental Visits

Employer
Medicaid

% D%

77% |

4% % 8% 100%

Source: Christine Provost Peters 'EPSDT: Medicaid's Critical Bui Controversial

3enefits Program for Children,

November 20. 2006.

" Health Policy Forum Issue Briet No. 819;

" Christine Provost Peters, "EPSDT: Medicaid's Critical But Controversial Benefits " roflram for Children,’ Health
Policy Forum Issue Brief, George Washington University. No. 819; November20,2006. We indude a copy of this

document as Attachment G.
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Figure 2 shows that even within the coverage group most likely to receive well-child care—those
on Medicaid— uptake of available services diminishes rapidly as children age.18

Figure 2: Percentage of Children Receiving Medicaid-Funded Well-Child
Screening by Age Group in the U.S., 2003

Birth mm -20 vers old

82%
68%

46%
26% 28%

229
& 13%

Age (years)

Source: . Christine Provost P-ters, 'EPSDT: Medicaid's Critical But Controversial Benefits Program for Children.* Health Policy Forum
Issue Brief No. S19: November 20,2006.

The above figures suggest that a squlcant portion of Alaskan children who would_benefit most
from mandated coveraqe_of well-child care—that is, children from low-ir.come families who are
covered by commercial insurance that does not already provide such coverage—would not
receive that care or would receive itonly for a few years.

Incite asa FactorinCoverage

Household income is perhaps the single most predictive factor of health insurance coverage and,
therefore, for receipt of well-child exams. Because low-income children are less likely to be
insured, they are also, as Figure 1 illustrates, less likely to receive well-child care. Table 3
provides further evidence that the uneven distribution of inSurance coverage across income levels
IS such that the children who need preventive care most may not be receiving it.)

" These figures are from Provost Peters.

" Population data are from 2005. Certain poverty data are from 2004, Because population and poverty data may be
from different years, and due to the impact of sampling error and other statistical complexities, these data should be séen
as estimates only, For the same reasons, and because we used data from different sources, the count of ‘uninsured,
and certain othef f|%ures In this table may not precisely match other informatjon in this rePort. We believe, however, that
the proportions of children in certain age groups and of the uninsured are reliable estimates.
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Table 3: Insurance Status by Age and Income Level in Alaska, 2004-2005""
Number of Children in Specified Family Income Groups (Expressed as

ages Instrance Nugnfber aPercenthgeofFederal Poverty Threshold)1

PEStatus cpiigren Below %ot Un- 10 o of Un- 150% to % ofun- 0% g5 of -
100% insured g, insured 200% insured ove insured

0to 18 Total 194,207 23,033 25,050 21,868 m jm 124,256

Years Insured 174587 16,071 22,604 18,831 117,081

Uninsured 19,620 6,963 35.5% 2,446 12.5% 3037 155% '7175 36.6% I

Oto 6 Total 69,816 8,966
Years Insured 62,988 5,529
Uninsured 6,828 3437
Tt 12 Total 63,461 8,463
Years Insured 57,683 6,882
Uninsured 5,779 1581
Total 60,929 5,604
Insured 53,916 3,660
Uninsured 7,013 1945 38.7%

Not** and Sourcss: 1) The "Federal Poverty Threshold' is a complex statistical measure used by the U.S. Census Bureau to report
population, economic, and demographic. data;  This measure differs somewhat from the Federal Poverty Guidelings, which is an
administrative calculation used to establish eligibility for need-based programs. This table should be viewed as estimates of Alaskan
children at certain general income levels rather than an indication of who may qualify for specific income-hased assistance programs.
Additional information on the differences between poverty guidelines and thresholds is available online at
httpJ/aspe.hhs.gov/poverty/faq.shtmlttdifferences. ) )

The figures in this table are from the U.S. Census Bureau. "Current Population Survey" 0t 2005. Certain poverty data are from 2004,
Because population and povergf data may be from different )Eears, and due to the impact of sampling error and other statistical
complexities, these data should be seen as estimates only. For the same reasons, and because we used data from different
sources, some figures inthis table may not precisely match other information in this report. The public database for “Current
Population Survey" information from several years is available online at
ht1pSMww.cansus.govAihesiwwwi/cpstc/cpsJable_cmator.html.

There are a number of striking aspects of the data in Table 3. First, over one-third of all children
with family incomes below 100 percent of federal i)overty threshold are uninsured. ~ This
compares to an overall uninsured rate for children in Alaska of about 9.2 percent (see Table 2).
Even more alarming, about half of all children from birth to age 6 living in poverty do not have
insurance. The research we reviewed indicates that this is the precise group for'which society

2 This table used the "Federal Poverty Threshold." which Is a statistical measure used b}/ the U.S. Census Bureau to
report population, economic, and demographic data.  This calculation differs somewhat from the Federal Poverty
Guidelines, which are administrative measures used to establish eligibility for need-hased p_ro?_rams. This table Should be
viewed as estimates of Alaskan children at certain general Income [2vels rather than an Indication of who may qualify for
specific Income-Hased assistance programs. Additional information on the ditferences between poverty quidelines and
thresholds is available online at http://aspe.hhs.gov/poverty/fag.shtmi#alfferences.
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will Iikeloy face the greatest erense for corrective healthcare.2 Perhaps the mast remarkable
afPf-t ftheﬁe d,ﬁqu the fact that a S|gnn‘|ca[1t portion of all uninsured children in Alaska may
qua |?y for well-child benefits under currentpublic assistance eligibility criteria

Medicaid epspT Coverage23

As you know, the Brima_ry public insurance program for children in Alaska is Denali KidCare
(DKC).24 Because DKC i$ funded in part by Medicaid, federal provisions re%uwe implementation
of the Early and Perigdic Screening, Diagnasis, and Treatment proqram (EPSDT). This program
requires comprehensive well-child services for Medicaid eligible children, which must include the

following:

< Screening Services;

<+ Comprehensive health and developmental history;
« Comprehensive unclothed physical exams;

< Appropriate immunizations;

& Laboratory tests;

L ead toxicity screening;

+ Health education;

« Vision, hearing and dental services; and

& Other necessar¥ diagnoses, treatments, and other measures as prescribed
by law, to correct or ameliorate defects and physical and mental illnesses and
conditions discovered by the screening services.

Overall EPSDT benefits must meet “reasonable standards of medical practice* as suggested by
recognized medical organizations in child health care.d In Alaska, these services are
recommended at the following ages:

< Birth, 2, 4,6,9,12,15,18 and 24 .nonths;
& Aged 3,4, 5, and 6 years;
& At least every other year after age 6."

2 See, for example, Eileen Salinsky, "Clinical Preventive Services: Wien is the Juice Worth the Squeeze? *
Na?]on | Health Policy Forum Issue Brief, George Washington University, No. 806; August 24,2005, Wa include a copy
of this document as Attacﬁment H.

. 2Acomprehensive review of Medicaid and EPSDT coverage is qutside the sco(EJe of this report. Wa provide this
information only as an indicator of the current status of well-child care in the state and of the potential to expand this care
under public inSurance in lieu of, or in combination with, requiring coverage of well-child exams by commercial insurers.

24 Denali KidCare is the name given to the state's public insurance program that is funded in part by Medicaid and
the State Children’s Health InsuranCe Program (SCHIPS). Further information on Denali KidCare is available online at

httpy/mww. hss. state, ak. us/dhcs/DarmlIKJdCam/default. Mm.

_ 4Further information on EPSDT requirements is available from the Centers for Medicare and Medicaid Services
online at httpyMww.cms.hhs.gov/MedlcaldEartyPerlodlcScm/.

24"Alaska Medicaid Recipient Services," Alaska Department of Health and Social Services, Division of Healthcare
Services, p. 15; available online at httpJAmww.has stato.ak us/dhcs/PDF/MedicaidRocipientHandbookl.pat.
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A number of studies have found that the comprehensive requirements of EPSDT generally
provide greater well-child benefits than those of commercial insurance policies, which tend. to
restrict of deny certain services.27 InAlaska, however, those who are eligible are not fully utlllzmg
this bengfit. ccord,mg to the fiscal year 2005 “Annual EPSDT Participation Report," only 50.7

percent of “total eligibles who should receive at least ong initial or periodic screen’ actually
received that service.28 Although the federal government is now requiring states to implemerit
programs to increase participation rates, those efforts have not yet been W|de|}/ successful. Just
seven states have met the federal participation goal of 80 percent. Each of those states has
nitial income elltfnblljty quidelines of at least 200 percent of the federal poverty guideling ($4,167
per month for a Tamily of four in Alaska in 2006).29 The barriers to participation are manifold, but
Include low provider part|C|Bat|on rates_due to inadequate reimbursement for services, lack of
parental awareness of the benefits available, and the overall scarcity of healthcare services in
many parts of Alaska.

In.general, it appears that the number of children who would be impacted by increased efforts to
raise participation rates. among those currently eligible for EPSDT serviCes may exceed the
increases that are possible strictly from mandating” commercial coverage of well-child exams.
According to data from the U.S. Cénsus Bureau, expanding Denali KidCare income quidelines to
200 percent of federal povert)(, quidelines would ||keH increase by several thousand the number of
uninsured children who are eligible for services.d) However, increased education about available
benefits and expanding eligibility do little to address the shortage of healthcare providers in
certain areas of the state. "Although we located no Alaska-specific research in this regard, the
healthcare system in many parts of the state likely could not sustain substantial incfeases in
comprehensive EPSDT services, In addition, expanding publicly funded services will clearly
Increase a Medicaid bud%et that is already seen by many-as being too costly and growmg,at to0
fast a rate. It is worth noting, however, that the national average annual Per capita sPen m% on
children in Medicaid is, at $1,315, about one-third that of other enrollees at $4,011. Also, historic
costs per child are less, on average, for Medicaid than for private insurance.dl

As you know, Chapter 34 SLA 2003 reduced the household income limits for uninsured children
and pregnant women from 200 percent of the federal poverty guidelines for Alaska to 175 percent
of the guidelines, and converted that percenta?,e into dollar'amounts. As a result of this change,
fewer Children and. pregnant women were eligible for Denali KidCare. The_federal poverty
gmdelmes typically increase over time, so the income limits, which are fixed at 175 percent of the

003 guidefines, are onIY about 160 percent of the 2006_guidelines and 155 percent of the 2007

uidelines. If the federal poverty qmdellnes continue to increase, Alaska's income guidelines for

enali KidCare will continue to’fall as a percentage of the federal poverty guidelines, thereby
excluding additional residents from coverage.

71 See, for example, pp. 4-5 of Provost Peters.

24 This report is available online at
httpyAwww.cms.hhs.gov/MedicaidEarfyPeriodicScm/03_StateAgencyRe3ponsibilitios.asp.

24 Those states are Geor?ia, lowa, Minnesota, Nevada, New York, and Vermont. For further information, see
Provost Peters, p. 24. Federal poverty quidelings for Alaska are as of April 1.2006.

. 1DAs you know, companion bills currently before the Legislature, SB 87 and HB 140, seek to expand Denali KidCare
eligibility glidelines.

4 Provost Peters, p. 17.
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Conclusion

The policy quest|on of whether to mandate commercial insurance coverage of well-child visits in
Alaska Is a ghl y complex one. A comprehensive review of the question would include an
actuanal analysis of the cost- effectweness of re umng such coverage, Such a review may also
mcu econ3| ermgi ways fo expand public health coverage ang use of well-child exams for both
th ecurrent el|8|bepopu ation and those helow a certain level of income not currently receivin
such benefits. QOther states that have mandated benefits require an exam schedule that is base
on, hut 1s more limited than, that suggested by theAm?n anA s? |at|ono Pediatrics. Some mix
of these strategies may provi ethe reventive care Alaskan children nee —%arucularly those In
|low-income fapilies—while av0|d|ng drving healthcare policy premiums and the Medicaid budget

to unacceptably lngh levels

I hogo ou find this mformftlon to be. useful. Please do not hesitate to contact us if you have
questions or need additional information.
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Tre\biceof Svall Bsiress*

Alaska

May 6,2007
The Honorable Lesil McGuire
Alaska State Capitol Building
Juneau, Alaska 99801

RE: Senate Bill 170- Mandatory Health Insurance Coverage for Well Baby Visits

Dear Senator McGuire,

On behalfofthe Alaska Chapter of the National Federation of Independent
Business, | wish to express our opposition to Senate Bill 170. The Alaska Chapter of the
National Federation of Independent Business is the largest small-business advocacy
group in the state.

While we understand the concern with health insurance coverage for well baby visits, we
must oppose mandatory benefits, especially when directed to a specific health benefit
Small businesses in Alaska budget a portion of their revenues to employee compensation,
that includes the cost of health insurance. The distribution of those funds should be left to
discussions between employees and employers, without the interference of the state.
Mandating this benefit limits the options of employee health insurance programs.

The design of employee health insurance programs should not be determined by the
legislature for private employers. Such action is nothing less than an unfunded mandate
on small Alaskan employers and their employees. Such benefit mandates can increase the
cost of health insurance and may have the ultimate effect of pricing health insurance out
of the reach of small employers and their employees.

Sincerely,

ffennis L. DeWitt
Alaska State Director
National Federation of Independent Business

CcC: Senate Labor & Commerce Committee

National Federation of Independent Business —ALASKA
P.0. Box 34761 « Juneau. AK 99803 « 907-723-6667 * denny.dewitt@nfib.org
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""An Act prohibiting a health care insurer who provides health care insurance coverage
of a child through family health care insurance from denying enrollment and from

disenrolling or eliminating coverage for a dependent child of the insured who is less than
26 years of age.™
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Alaska State Legislature

Interim: (May - Dec.) Session: (Jan. - May)

716 W. 4* Ave Stole Capitol, Suite 30
Anchorage, AK 99501 Juneau, AK 99801-1182
Phone: (907)269-0144 Phone: (907)465-3822

Fax: (907)465-3756

Fax: (907)269-0148
Tollfree: (800)770-3822

Senator Bettye Pavis@legis.state.ak us
http:mvw.akde%o rat0.0rg

Senator Bettye Davis

Senate Bill 179,25-L.S0936\C

“An Act requiring family health care insurance coverage for dependent children who are less than
26 years of age.”

SPONSOR STATEMENT

SB 179 mandates family private health insurance coverage for dependent children through age 25. It
prohibits a health care insurer from denying or removing enrollment or eliminating coverage under age

26.

Young adults, ages 19-29, are one of the largest growing segments of the U.S. population without health
insurance. In 2004 almost 14 million young adults lacked coverage, an increase of 2.5 million since 2000.
This rapid change is due in part to their losing coverage under their parents’ policies at 19, or Medicaid,
or State Children’s Health Insurance Program, or graduation from high school or college. Almost half of
college graduates and high graduates will be uninsured for a substantial time after graduation.

Age 19 is a crucial year in health insurance coverage. Both public and private insurance plans treat this
age as a turning point for insurance coverage. Even if youth go on to college, parents’ insurance plans
often stop before graduation. Almost all private universities and about one fourth of public universities
require health insurance as a condition of enrollment. Forty percent of part-time students and non-
students, and 20% of full-time students ages 19-23 are uninsured.

Insurance coverage is important for this generally healthy group of young adults who should be
encouraged to start taking responsibility for their own health care. It has been found that 14% of adults
18-29 are obese, an increase of 70% in the 1990s, - the fastest rate of increase among all adults. There are
3.5 million pregnancies each year among the 21 million women ages 19-29. One-third of all diagnoses of
HIV are made among young adults. Emergency room visits are far more common among young adults
than children oi older adults. Most young adults have no regular doctor, no link to the health care
system, and more than one-third of those who do require medical attention are often saddled with debt and

collection agencies.

Jeenat BIO
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States are taking action to mandate coverage for young adults, often allowing for targeted policy options.
For example, in 2006 New Jersey required most group health plans to cover single adult dependents up to
age 30. Massachusetts as part of its expanded health insurance law in 2006 considered dependents for
insurance purposes up to age 2S or for two years after they are no longer claimed on their parents* tax
returns. Since 1994Utah has required coverage through age 26, and New Mexico provides coverage for
unmarried dependents up to age 2S, regardless of school enroliment. Texas in 2003 allowed full-time
students up to be covered '-v their parents’ insurance plans to age 25. It is not uncommon, or
unreasonable, therefore, that Senate Bill 179 requires offering family health insurance coverage to
dependent children up to age 26.
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R1te of Passa%e7 Why Yo ”ﬂ
Adults Become. Uninsured and
-How New Policles Can Help

Sara R. Collins, Cathy Schoen,Jennifer L. Kriss,

M ichelle M. Doty, and Bisundev M ahato?*

ABSTRACT; Young adults (ages 19 to 29) are one of the largest and fastest-growing
segments of the U.S. population without health insurance: 13.7 million lacked cov-
erage in 2004, an increase of 2.5 million since 2000. Young adults often lose cover-
age under their parents’ policies, Medicaid, or the State Childrens Health Insurance
Program at age 19, or when they graduate from high school or college. Nearly two
of five college graduates and one-half of high school graduates who do not go on to
college will be uninsured for a period during the first year after graduation. Three
policy changes could extend coverage to uninsured young adults and prevent ot.iers
from losing it: extending eligibility for Medicaid and the State Childrens Health
Insurance Program beyond age 18; extending eligibility for dependents under private
coverage beyond age 18 or 19 regardless of student status; and ensuring that colleges
and universities require full- and part-time students to have insurance, and that they
offer coverage to both.

OVERVIEW

Young adults between the ages of 19 and 29 represent one of the largest and
fastest-growing segments of the population without health insurance in the
United States. Often dropped from their parents’policies or public insurance
programs at age 19 or on graduation day, they are left to find insurance on
their own as they make the transition from high school to work or college.

*SraR Qlirs PhD, issnarpoyamdiics; Cathy Shomy MS,, is seriarvicepresicet,
Jemifer L N1$|sptgana$|sta1, adMddleM Day, PhD, |ssa1craﬂ)st dla
The Gomonveatth Fond. Bisuroky Veeto iswith tre Milimen Shad of Ric Helth,
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Yet, jobs available to young adults are usually low-
wage or temporary—the type that generally do
not come with health benefits. Young adults who
are able to go to college full-time may have some
protection through their parents’policies, but upon
graduation usually lose access to family coverage.

Moving on and off coverage places the
health of young adults at risk and subjects them
and their families to financial stress just as they are
starting out in the workforce. This issue brief
assesses the scope of the health insurance problem
facing young adults, its causes and implications, and
what can be done to ensure stable and continuous
coverage. It also offers some targeted policy steps
that could help young adults stay insured as they
make the transition to independent living.

A LARGE AND GROWING PROBLEM
The number of uninsured young adults ages 19 to
29 climbed to 13.7 million in 2004, an increase of
2.5 million since 2000 (Figure 1).Young adults
were the fastest-growing age group among the
uninsured over this period, accounting for 40 per-
cent of the increase in the uninsured under age 65.
Even though they comprise just 17 percent of the
under-65 population, young adults account for 30
percent of the nonelderly uninsured.1

By far, the young adults most at risk of lack-
ing coverage are those from low-income households.

Figure 1. Uninsured Young Adults
Up by 2.5 Million In Last Four Yoars
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These individuals, like children and older adults in
low-income families, are disproportionately repre-
sented among the uninsured. About 23 percent of
adults ages 19 to 29 live in households with incomes
below 100 percent of the poverty level, but two-
fifths (40%) of the 13.7 million young adults who
are uninsured live in households with incomes
below poverty (Figure 2).:

Figure 2. Distribution of Uninsured
Young Adults Agos 19-20 by Poverty Status
and Itaca/Cthnicity, 2004
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Nearly half of uninsured young adults are
white. But Hispanics are disproportionately repre-
sented among the young and uninsured. While
Hispanics comprise 19 percent of adults ages 19
to 29, they comprise 31 percent of uninsured
young adults (Figure 2). Hispanics and African
Americans are both at greater risk of being unin-
sured than white young adults: about 36 percent
of African Americans and 52 percent of Hispanics
ages 19 to 29 are uninsured, compared with 24
percent of whites in that age range (data not
shown).

WHAT A DIFFERENCE A YEAR CAN MAKE

Nineteenth birthdays are crucial milestones in
Americans’ health insurance coverage. Both public
and private insurance plans treat this age as a turn-
ing point for coverage decisions. Employer health
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plans often do not cover young adults as dependents
after age 18 or 19 if they do not go on to college.
Public programs, such as Medicaid and the State
Childrens Health Insurance Program (SCHIP),
also typically have one set of income and eligibil-
ity standards for children and another for adults,
with the 19th birthday as the critical divide.

Losing Coverage Under a Parents Policy
Employer-sponsored health insurance is the main-
stay of nv'st family and dependent coverage.
Typically, such policies cover children as depend-
ents as long as they meet eligibility rules. Age 18
or 19 tends to be a crucial turning point, after
which coverage most often continues only for
those young adults who attend college full-time.
A 2004 Commonwealth Fund study found that,
among employers who offer coverage, nearly 60
percent do not insure dependent children over
age 18 or 19 if they do not attend college.5

Young adult!, who enroll in college full-
time when they graduate from high school are the
most likely in their age group to have insurance
coverage, primarily because they are able to main-
tain eligibility under their parents’employer’ poli-
cies. A small share of full-time students also gains
coverage through plans ofFered by universities.
Roughly 25 percent of public universities and
about 90 percent of private universities and col-
leges require that students have health insurance
as a condition of enrollment.4 Idaho, Massachu-
setts, and New Jersey have passed either legislative
or administrative rulings requiring that students
have health insurance in order to enroll.5About
half (46%) of full-time students ages 19 to 23
receive health insurance through their parents’
employer-sponsored plans, while another 20 per-
cent have individual coverage, including college
and university plans (Figure 3).

Young adults who are not in school full-
time post-high school graduation are much more
likely to be uninsured, primarily because it is much
harder for them to gain access to employer coverage.

Forty percent of part-time and non-students ages
19 to 23 are uninsured, compared with 20 percent
of full-time students. Young adults who opt to
enter the labor market rather than go to college
are unlikely to be eligible for coverage under their
parents’policies, and may have difficulty finding a
job with health benefits. New entrants to the labor
market without college educations are often candi-
dates for positions that are the least likely to come
with health benefits—those that pay low wages, are
in small companies, or are part-time or temporary
in nature/ The Commonwealth Fund Biennial
Health Insurance Survey (2005) found that 43
percent of all workers ages 19 to 29 who earn

less than $10 per hour are uninsured.7Almost
one-third (31%) of workers between ages 19 and
29 have jobs that pay less than $10 per hour.'

Losing Medicaid/SCHIP Coverage at Age 19
Medicaid and SCHIP reclassify all teenagers as
adults the day they turn 19. As a result, young
adults who had been insured under Medicaid or
SCHIP as children typically do not have an option
to stay on public coverage unless they are able to
qualify for Medicaid as adults. Regardless of



school, work, or dependent status, they lose their
eligibility as dependents or children. Most low-
income young adults become ineligible for public
programs, since eligibility for adults generally is
restricted to very low-income parents or disabled
adults. Even teenagers with disabilities who quali-
fied for Medicaid before their 19th birthdays have
to go through a new set of screening tests to
determine whether they will still be eligible for
benefits as disabled adults.9

Net Impact of the 19th Birthday

As a result of the combined impact of such public
and private insurance rules, uninsured rates jump
sharply at age 19. Turning 19 increases the risk of
being uninsured by more than twofold: the unin-
sured rate rises from 12 percent among children
age 18 and under to 31 percent among those ages
19 to 29 (Figure 4).

Figure4. PweMt Uninsured, Children and
Young Adults, by Povorty Lsvol, 2004
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Low-income young adults are particularly
vulnerable. Among those living in families below
the poverty level, more than half (54%) are unin-
sured, compared with about one of five (20%)
children in low-income families. Those with
slightly higher incomes (100% to 199% of poverty)
fare only marginally better—roughly two of five
(42%) are uninsured.

Ths Camonwnealth Fud

THK (UNINSURED) SRADUATE

The transitional nature of young adults’ lives follow-
ing their 19th birthday makes it difficult to secure
a stable and consistent source of health insurance
coverage. Young adults move in and out of school
and jobs throughout their 20s. Full-time students
might take a leave of absence from school, attend
college part-time, or graduate— effectively closing
off access to their parents’insurance policies or
university-sponsored plans. In addition, job tenure
is shorter among younger workers, thus increasing
the risk that they will be without health insurance
coverage for periods of weeks, months, or even years.

Surveys that track people over time provide
an opportunity to examine what happens to the
insurance coverage of young adults as they graduate
from high school or college or move through their
early adult years. The federal multiyear longitudinal
survey known as S1PP (Survey of Income and Prog-
ram Participation) interviewed a sample of people
about their health insurant e and other characteris-
tics in 1996 and tracked ther history through 2000.

The four-year insurance history of all young
adults who were ages 19 to 23 at the beginning of
1996 reveals the extent to which life transitions
disrupt insurance coverage. Over the 1996-2000
period, two-thirds (64%) of this cohort of young
adultc went without coverage for at least part of
the time (Figure 5)."” One-third were uninsured
for more than a year, while one-fifth were unin-
sured for more than two years.

Young adults from households with low
incomes were most exposed: they were both more
likely to go without insurance for at least some
period and more likely to endure long periods
without insurance. Nearly 80 percent of young
adulcs living under 200 percent of the poverty
level were uninsured for at least part of the four-
year period; more than half (52%) were uninsured
for 13 months or more (Table ! Reflecting their
generally lower incomes, Hispanic and African
American young adults were at similarly high risk
of losing insurance and experiencing long spells
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without coverage. Fifteen percent of Hispanic young
adults ages 19 to 23 at the beginning of the four
years were uninsured for the entire period.

Graduation: High School and College
Tracking people over time also reveals how the
major life events of early adulthood noted in this
brief disrupt insurance coverage.

Graduation from high school marks a key
juncture in the health insurance coverage of young
adults. Tracking a sample of young adults in the
year following graduation reveals the extent to
which college enrollment is correlated with more
secure insurance coverage. Among all young adults
graduating from high school, three of 10 were
uninsured for some time in the year following
high school (Figure 6). Half of young adults who
graduated from high school but did not go to col-
lege were uninsured for some time during the year
following their graduation—twice the rate for
young adults who attended college that year.

Among those young adults who go to col-
lege, the year following their college graduation
also can be atime during which connections to
the health system are fragile and break down. The
protections afforded them by virtue of being a
full-time student— coverage through a parents
employer policy or a student health plan—are lost
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upon graduation. As new, albeit college-educated,
entrant, to the labor force, they confront similar
hazards that high school graduates face: waiting
periods, temporary positions, lower-wage jobs,
employment in small firms, and job turnover. Of
those college students who graduated during 1996
to 2000, 38 percent were uninsured for at least
part of the time in the year following graduation,
with 21 percent uninsured for six months or more
(Figure 7). Based on the experiences of recent
graduates, nearly two of five college graduates can
expect to spend at least some time uninsured in
the yearjust after graduation.

Figure 7. Noarty Two
Col logo Graduate* Had Tim* Uninsured
InY*ar Following Graduation, 1BB6-2000*
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WHY COVERAGE IS IMPORTANT FOR

YOUNQ ADULTS

Although young adults in general constitute a
healthy group, going without insurance disrupts
their access to the health care system, introduces
barriers to care when it is needed, and leaves
young adults and their families at risk for high
out-of-pocket costs in the event of a severe illness
or injury.Young adults, particularly women, are in
need of regular preventive care. If young adults
lose their coverage at age 19 or upon graduation
from college, their ties with primary care physi-
cians may be severed at precisely the time they
should be forming stronger links to the health care
system and taking responsibility for their own care.
The following are just a few reasons coverage is so
important for young adults:

e Fourteen percent of adults ages 18 to 29 are
obese. In die 1990s, obesity increased by 70
percent in this age group—the fastest rate of
increase among all adults.”

e There are 3.5 million pregnancies each
year among the 21 million women ages
19 to 29.”

e One-third of all HIV diagnoses are made
among young adults.”

* Injury-related visits to emergency rooms
are far more common among young adults
than they are among either children or
older adults. ¥

 More than 20,000 people with congenital
heart disease reach their 19th birthday
each year.”

The Commonwealth Fund Biennial Health
Insurance Survey (2005) shows that being unin-
sured or having unstable health insurance hampers
access to the health care system. More than half
(54%-57%) of young adults ages 19 to 29 who
either were uninsured for the entire year or had a
time without coverage said that they had gone with-
out needed health care because of cost (Figure 8).
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Forgone care included failing to fill a prescription,
not seeing a doctor or specialist when sick, or
skipping a recommended medical test, treatment,
or follow-up visit.

Figure 8. Lacking Health Insurance for
Any Period Threatens Young Adults”
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In addition, uninsured young adults are far
less likely than those with coverage to have a regu-
lar doctor. Only one-third of uninsured young
adults ages 19 to 29 had a regular doctor, com-
pared with 81 percent of those who were insured
all year (Figure 9). Uninsured female young adults
had regular doctors at about half the rate of young
women who were insured all year. Male young
adults who were uninsured had the most fragile
link to the health care system:just 21 percent had
a regular doctor compared with 75 percent of
male young adults who were insured all year.

Many young adults have problems paying
medical bills or are paying off medical debt over
time. More than one-third (35%) of all young
adults, both insured and uninsured, said that they
had experienced problems with medical bills:
having trouble making payments, being contacted
by a collection agency because of inability to pay
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bills, significantly changing their way of life in
order to pay medical bills, or paying off medical
debt over time (Figure 10). About one of five
(20%) young adults were paying off medical debt
over time. Uninsured young adults were the most
burdened with medical bills and debt; 46 percent
reported at least one of the aforementioned
problems.

Contrary to conventional wisdom, young
adults appear to value the protection that health
insurance coverage provides. The Commonwealth

Figure 10. Young Adults wftfi Any Tims IMnsursd
Havw High Rates of Modical Bill Problems, 2005
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Fund Biennial Health Insurance Survey (2005)
found that nearly three-quarters (73%) of employed
young adults accept health insurance coverage
when it is offered to them, only slightly less than
the take-up rate (82%) of workers age 30 or older

(Table .2).

POLICY OPTIONS TO HELP YOUNO ADULTS
STAY INSURED

Health insurance coverage of young adults would
be improved by system-wide changes to expand
access to and stabilize coverage among the general
population. Some recent proposals to achieve near-
universal coverage would build on the existing
health insurance system, and several have included
specific provisions to increase coverage among
young adults in current private and public insur-
ance arrangements.BFor example, The
Commonwealth Funds Karen Davis and Cathy
Schoen have proposed a framework for achieving
near-universal coverage that includes a require-
ment for companies to extend coverage to
dependent young adults under age 23 through
their parents’insurance plan.” Other proposals
would expand coverage for children as well as
young adults, or exclusively target young adults.
Senator Jay Rockefeller (D-W.Va.) and
Representative Pete Stark (D-Calif.) have intro-
duced legislation creating a Medicare-like program
for children that will eventually cover young adults
up to age 23."* Representative Vic Snyder (D-Ark.)
and Senator Blanche Lincoln (D-Ark.) have intro-
duced legislation that would permit states to cover
low-income young adults under Medicaid and
SCHIP up to age 23.BSenate Republicans have
proposed financial incentives for colleges and uni-
versities that provide or require health insurance
for full-time students.2

Recent State Action

In the absence of federal action to expand cover-
age, several states have recently passed or are con-
sidering legislation to substantially increase the age



of dependency for young adults for private insur-
ance coverage eligibility statusZ In general, these
laws apply to plans covered under state insurance
regulations and thus would not apply to self-
msured employers.

In a law taking effect in May 2006, New
Jersey will require most group health plans to cover
single adult dependents up to age 30 (Table 31.~ A
Colorado law that became effective in January 2006
requires group and privately purchased individual
health plans to cover unmarried dependents up to
age 25.8 Dependents must be unmarried or finan-
cially dependent, or live at the same address as the
parent(s), but eligibility is not dependent on full-
time enrollment in school. The New Jersey and
Colorado laws both allow insurers to charge a sep-
arate premium for extended dependent coverage.

As part of Massachusetts’ April 2006 health
insurance expansion law, young adults are considered
dependents for insurance purposes up to age 25 or
for two years after they are no longer claimtd on
their parents’tax returns, whichever comes first.x

Utah has required insurance policies that
include dependent coverage to cover unmarried
dependents through age 26 since 1994,5and New
Mexico requires that all insurance policies provide
coverage for unmarried dependents up to age 25,
regardless of school enrollment.2

A Texas law effective in September 2003
allows full-time students up to age 25 to be cov-
ered by their parents’insurance plans.Z South
Dakota prohibits any insurance provider that offers
dependent benefits from terminating coverage
before age 19, or 24 if the dependent is a student.B

Several state legislatures are considering sim-
ilar laws. Rhode Island is currently considering a
bill that would phase in, through 2009, coverage of
unmarried anJ financially dependent young adults
up to age 25.~ And a California bill that was
passed by the state legislature but vetoed by the
governor would have prohibited health plans that
cover dependent children from establishing a limit-
ing age for coverage of less than 26 years.3The
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for consideration again this year.

Targeted Policy Options

Whether as part of a broader expansion plan or
implemented on their own, targeted policy options
like those recently pursued by states could improve
access to coverage for young adults and help them
stay insured during the transition to independence.
This is a relatively low-cost group to insure: young
adults generally are healthier than oldu-r adults and
therefore have far lower per capita health care
expenditures (Figure 11).3 Indeed, keeping young
adults in insurance pools may have the effect of
lowering the average costs for group insurance.

Flgura 11. Annual Par Capita Total Haafth
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Three different public or private policy
changes could extend coverage to a substantial
portion of uninsured young adults and prevent
others from losing coverage in the future.

1. Extend eligibilityfor Medicaid/SCHIP public
coverage beyond age 18. Congress could allow
or require states to extend coverage to those
young adults in Medicaid and SCHIP who
lose their eligibility because of age, with
federal matching funds provided. Young
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adults in households with incomes under
100 percent of poverty are by far the group
most at risk of lacking health insurance cov-
erage. Such an expansion would have the
biggest impact in terms of lowering the
number of uninsured young adults. Young
adults with incomes of 100 percent to 199
percent of poverty also lack insurance at a
high rate. As proposed in the Snyder and
Lincoln legislation, states would have the
option of extending coverage up to a target
age such as 23, and could phase in coverage
one year at a time. Alternatively, Congress
could require states to extend coverage to
those currently enrolled in the programs and
who “age off,”just as states are now required
to extend Medicaid coverage to those who
become ineligible because of higher earn-
ings.3 Such a policy change could help the
2.9 million uninsured young adults ages

19 to 23 with incomes under 100 percent
of poverty.

. Extend eligibilityfor dependents under private
coverage beyond age 18 or 19. Private insurers
and both public and private employers could
be required to define dependent coverage
as all unmarried dependents beyond age

18 or 19. As noted above, many states have
recently redefined the age at which a young
adult is no longer a dependent—from age
25 in Colorado and New Mexico up to age
30 in New Jersey. Some private and public
employers already provide such coverage
voluntarily. Under the Federal Employees
Health Benefits Program, federal employees
and members of Congress currendy enjoy
coverage for unmarried dependent children
under age 22.3Such an expanded benefit
could either be structured as a rider with

a supplemental premium or simply be
extended to all policies and covered by the
family premium. Even increasing the age

to 23 could cover an estimated 1 million
unmarried, dependent young adults.3} If the
benefit requirement were extended to family
policies, the average premium for those plans
would rise by about 3 to 5 percent.3

3. States could ensure that all colleges and universi-
ties requirefull-time and part-time students to
have health insurance, and that they offer health
insurance coverage to both. Many colleges and
universities already require health insurance
coverage as a condition of enrollment, and
a handful of states (Idaho, Massachusetts,
New Jersey) have legislative or administra-
tive rulings requiring all students at local
institutions to be covered. Students at these
institutions generally can choose to enroll
in a school health plan or provide proof
of coverage from another source, usually a
parents employer-based plan.The cost of
the school plans, which ranges from about
$500 to $2,400 per year, is usually added
to tuition along with other required fees.3*
Increasing the number of schools that
require students to have health insurance
coverage and that offer such coverage
through state mandates could help cover
the 1.9 million part-time and full-time
uninsured students ages 19 to 23. Federal
or state subsidies for premiums would help
offset the costs of insurance coverage for
students.

Notbs
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Economic Supplement to the Current Population
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Mahato, Columbia University, for The Commonwealth
Fund. See Methodology for a description of the CPS.
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Table 1. Month* Uninsured Among Young Adults, 1996-2000

Population Any part of 13 months 25 months
In millions  4-year period ormore ormore 48 months
Total 19-23* 17 64% 33% 22% 6%
Poverty
<200% FPL 5 79 52 37 12
>200% FPL 12 57 25 15 3
Race
White 12 61 29 18 3
Black 2 65 38 25 i
Hispanic 2 16 52 39 15

» People who were 19-23 at beginning of survey in 1996.

ource: nal sis pf the 1996 Pa
ByP.F.Sor an Dgr ?Hg eCommonwa Fund.
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Table 2. Availability of and Workers" Eligibjlity forEmponerInsurance
(base: workers agés 19-64)

Agos Agos
Total 19-29 30-94
Total (millions) 1258 26.0 99.8
Eligibility
Employer offers a plan 7% 1% 8%
Eligible for employer plan [ 62 13
Covorago
Covered through own employer 57 45 60
Covered through someone else's employer 17 15 17
Covered through public program 4 6 3
Individual 5 5 6
Other 3 6 2
Uninsured 15 23 13
Take-up rate of own-employer insurance 80 13 82

Note: Workers include full-time and part-time workers.
Source: The Commonwealth Fund Biennial Health Insurance Survey (?h05).

Table 3. State Laws That Increase the A?e Up to Which
Young Adults Are Considered Dependents for Tnsurance Purposes

Stato E?%'SVH gr?tsoodd deLplgqnlélenrg c?rgsotaotfus noAnPsptlrr%Sertr%s?
Colorado 2006 25 Yes
Massachusetts 2006 251 Yes

New Jersey 2006 30 Yes

New Mexico 2005 25 Yes
South Dakota 2005 24 No
Texas 2003 25 No

Utah 1994 26 Yes

gr Pr two years after they are no longer claimed on their parents'tax returns,
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Hiti of Passage?\VWhy Yaung Aduitts Beoare Uninsuiced ard How New Pollides Can Hellf

M ethodology

Most data in this issue brief are from four surveys: the March Annual Social and Economic Supplement to
the Current Population Survey (CPS), 2000-2005; the Medical Expenditure Panel Survey (MEPS), 2003;
the 1996 Panel of the Survey of Income and Program Participation (SIPP); and the Commonwealth Fund
Biennial Health Insurance Survey (2005). Sherry Glied and Bisundev Mahato of Columbia University,
Mailman School of Public Health, provided analysis of the CPS and MEPS. Pamela Farley Short and
Deborah Graefe of Pennsylvania State University, Center for Health Care and Policy Research, provided
analysis of the SIPP. The authors analyzed the Commonwealth Fund Biennial Health Insurance Survey.

The CPS, MEPS, and SIPP are federal surveys sponsored by the Census Bureau (CPS and SIPP) and the
Agency for Healthcare Research and Quality EPS). The CPS, the primary source of information on
U.S. labor force characteristics, is conducted monthly on a sample of about 57,000 households representing
approximately 140,000 people. The Annual Social and Economic Supplement to the CPS is conducted
in March of each year with a sample of about 99,000 households. The MEPS uses an overlapping panel
design in which data are collected in a series of five interviews over a 30-month period, with a new panel
started each year.The sample size in 2003 was about 13,000 families, representing 33,000 people. The SIPP
is a multiyear panel si.vey that interviews a sample of households every four months for several years.
The 1996 panel was fielded for four years and consisted of abou 37,000 households.

The Commonwealth Fund Biennial Health Insurance Survey (2005) was conducted by Princeton
Survey Research Associates International from August 18, 2005, through January 5, 2006. The survey
consisted of 25-minute telephone interviews in either English or Spanish and was conducted among a
random, nationally representative sample of 4,350 adults age 19 and older living in the continental
United States. The analysis in this report is based on 603 adults ages 19 to 29 in the sample. Statistical
results are weighted to correct for the disproportionate sample design and to make the final total sample
results representative of all adults age 19 and older living in the continental U.S. The data are weighted
to the U.S. adult population by age, sex, race/ethnicity, education, household size, geographic region, and
telephone service interruption, using the U.S. Census Bureaus 2005 Annual Social and Economic
Supplement. The resulting weighted sample is representative of the approximately 212 million adults age
19 and older, including 35.5 million young adults ages 19 to 29.



The Commonwealth Fund is a private foundation that undertakes independent research on health care
issues and makes grants to improve heai h care practice and policy. The views presented here are those
of the authors and not necessarily those of The Commonwealth Fund or its directors, officers, or staff,
or of The Commonwealth Fund Commission on a High Performance Health System or its members.
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Senator Kim Elton

SB 183 - Restoring Pension Benefits for Public Employees

Sponsor Statement

SB 183 returns guaranteed pension and health care benefits to Alaska public employees.
It will make it easier to recruit and retain teachers, police officers, firefighters, and other
public employees with no increase in cost.

Analyses by actuaries and the state Division of Retirement and Benefits show that
Alaska's defined benefit pension - paying a guaranteed monthly benefit plus health
care - costs the same as the new defined contribution system but provides much better
benefits. With SB 183, Alaskans get more benefit for the same cost.

SB 183 repeals the laws putting public employees into risky individual savings account
plans, and enrolls them in the least expensive pension plans, the current public
employee tier Il and teacher tier Il. The State already administers these tiers for
thousands of members, so no new bureaucracy is required.

A few years ago, Alaska beefed up oversight of the pension system: now two actuaries
analyze the health of the pension funds, there are more frequent experience studies, and
the state stopped the practice of sometimes paying less than the cost of benefits. SB 183
retains these smart reforms, making Alaska pensions stronger than ever.

The K-12 teachers and university professors who educate our children, the police and
firefighters who protect our families, and the public employees who serve our state and
cities deserve a secure retirement in return for their service.

I respectfully ask for your support

AlaskaSenate
State Capitol * Juneau, Alaska 00801*1182 « (007) 465*4047 « fax (007)*465*2108
Senator_Kim_Elton8legis.state.ak.U8




TO:

FROM:

RE:

DATE:

Senator Kim Elton

Memorandum

Sens. Hoffman andStedman, co-chairs, and Finance Committee members
Sen. Kim Elton
Defined Benefit/Defined Contribution

March 30,2007

Attached are slightly reformatted charts codifying data provided by Buck Consultants
in their letter dated March 19,2007. The Buck letter responds to requests by the
committee to disaggregate by tiers data that previously was dumped into only two
buckets for comparison purposes—a defined benefit bucket and a defined contribution
bucket. Now we have several buckets of data—four PERS buckets (tiers 1-4) and three

TRS buckets.

The normal cost charts for PERS and TRS are easy-to-read comparisons of PERS pension
and medical costs by tier and TRS pension and medical costs by tier. The third chart, the
accrued liability chart, puts dollar amounts to liabilities by tier.

Here are some demonstrable basics revealed by the Buck data:

the PERS tier 3 DB employees are just slightly more expensive than the new DC
employees;

the new TRS DC employees are very slightly more expensive than the TRS tier 2
DB employees;

the very slight cost advantage of a PERS tier 4 over a tier 3 is erased when tier 4
employees leave early and take employer dollars that, if left in the system, would
help meet pension benefit obligations in the out years; go

the DB PERS tier 3 and the DB TRS tier 2 fundamentally fixed the problems the
governor claimed had to be fixed bv his new DC plan.

There also are some other DB/DC inferences that can be drawn:

recruitment for quality public employees is made more difficult when Alaska is a
defined contribution pension system (without even the backstop of the defined
Social Security benefit) because professionals can work with other public
employers that are just as competitive on wages and almost all of whom provide
a defined benefit pension; and

retention is made more difficult with the portability provisions of the defined
contribution because relatively short-term employees can take their contributions
as-well-as employer contributions out of the retirement systems and go to

Alaska Senate

State Capitol.Juneau, Alxska wsom 182. (907) 465-4947. fax (907) 465-2108
Senator. Kim_Elton®legis.state.ak.us



another public employer that provides a defined benefit (any federal employee
or any other state, or almost all municipalities or school districts outside Alaska).
As we know, a high percentage of teachers and public employees leave before
five years and now new DC employees have a special financial inducement to
leave—they can cut and run and take the employer dollars, too.

These inferences are now backed with anecdotal Alaska evidence, even after less than a
year's experience with tier 4. Further, the anecdotal Alaska evidence mimics the real-life
experience of the two states that actually moved to a defined contribution but later
back-tracked because of recruitment and retention problems.

Given the instructive Buck numbers that finally compare the immediately previous DB
plans to the replacement DC plan and given, too, the cost-sharing bills that will spread
the past service costs to employers regardless of tiers, we need to review what we
wrought with SB141.

We must not assume our only options now are passing a DC 'fix-it' bill and passing a
cost sharing bill that spreads the pain of past service costs. Ata minimum we must also
decide whether to give new employees a choice of tier 3 or DC in the PERS system or
tier 2and DC in the TRS system. If the cost differences are a wash, why limit the ability
of employ°rs to recruit and retain, and limit new employees to a risky defined
contribution plan?



Normal Cost

Employer Normal Cost PERS

Rate Pension

Tier 1 (DB) 9.15%
Tier 2 (DB) 5.33%
Tier 3 (DB) 1.55%
Tier 4 (DC) 5.67%

Employer Normal Cost TRS

Rate Pension
Tier 1 (DB) 7.18%
Tier 2 (DB) 2.16%
Tier 3 (DC) 7.56%
Accrued Liability

PERS
Accrued Liability (DB) Pension
Tier 1 $5,628,778
Tier 2 1,123,559
Tier 3 334,854
Total $7,087,191
Assets

Accrued Liability

PERS PERS Total # of Active &
Medical Retired
10.46% 19.61% 26,263
10.41% 15.74% 10,999
9.28% 10.83% 18,719
3.99% 9.66%| 2,214
TRS TRS Total # of Active &
Medical Retired
8.02% 15.20% 11,872
8.96% 11.12% 7,635
3.99% 11.55% 754
PERS PERS Total TRS Pension TRS TRS Total
Medical Medical
$4,036,751 $9,665,530 $3,925,023  $1,816,223  $5,741,247
1,334,674 2,458,233 409,562 347,748 757,309
386,224 721,078 N/A N/A N/A
$5,757,650 $12,844,841 $4,334,585 $2,163,971  $6,498,556
$8,442,919 $3,958,939
$4,401,922 $2,539,617



Value of Employer-Paid Benefit*
(31-year old new employee)

60000
50000
40000

30000

10000

0 Pl RS - Others RS

mDB Plan 21652 56550
mDCR Plan 16701 41667

Based on data provided by Buck Consultants, letter dated May 4. 2006 Assumes a married member with starting salary of S35.5/year.
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Alaska Division of Rstlramsnt and Banafits
Public Employees’ Retirement System (PERS) Plan Comparison Chart

Tierl 1/1/61 + 6/30/86 Tier H Entered on or after 7/1/16

Tter M Entered on or after 7/1/96

Pre-tax employee contrioution: Pre-tax employee contrioution: Pre-tax employee contribution
6.75% beginning 1/1/87—eHothers 6.75Y% bey |m|rqjl/]/87—dJ0thers 6.75% beginning /87—l others
75% begimni l/]/87—p0||ceandl|re 75% beginning 1/1/87—police and fire 1,59 beginning L/1/87-police and fire
9.6% beginning7/1/99—school district 9 69% beginning 7/1/99—school district 9,6% beginning 7/ 1/9%—school district
Delermined by annual actuarial valuetion.  Determined by annual actuarial valuetion  Determinedl by annual actuarial valuation.
Members vest with 5 years ol service. Merrbers vest vitn 5 years of service Mermbers vest with 5 years ol service.
Normal retirement age is 55, with Normel retirerment age is 60, with Normel refirement age is 60, with e
retirement at age 509p0||cejf|re neeanngers retirement at age 55. police/tire rrgan%s refirement at age 557 poliogflire merbe y
can refire at anly age alter 20 years of can refire at arjy age after 20 yea.., of can retire at any age aJter 20 yearsof
police/iro senvice: al other memberscan— pojoefire service: A other members policallire service: all other mémbers can
retlreatanyage ater 30 yearsol retlreaianyage dter 30 earsof refire at any age after 30 years of
mermbersip Service, Earfy retirement ID Service, Earty refirement membership Service, Earfy retirement
reciction will be 1/2% per rmnth or 6% per reduct|on will be 1/2% pey rmnthor 6% per  reclictionwit be 1/2% per month or 6% per
year lor every year less than the required  year lor every year less thanthe required — year lor every year less than the required
normel retireivent age. nomel refirerment age. nomal retireiment age
Bereﬂtforrrula 15 2% lor first 10 years and Beneﬂtfomula 15 2% Iorﬁrst 10years. Benefit formulas dicl not changg: howevey,
gearso Service prior toJu 11986 2% Iormenext10¥ s, 0250 per the berefit caculation is eterined on the
2.75% for the next 10years, 5 ,oe yeart reafter CUlation s average ol the high five consectitive years
turealter, Benefit caquIatlon iscelemined  celeined onthe average ol the high thvee  salary. The beneft calculation lor police and
onthe average of | @h E]of £ e COnSecutive years' salary’ ﬁrr]e rmembers Is the average oldllheh
oo Joas i), R 26 e ppxinooe OISR S Rt e
An Alaska Cost-g-Living Allowance is An Alaska Cost-giLiving Allovance is An Alaska Cost-of-Living Allowance is
nayable to benefit recipients whoremain - payable to bengfit recipients 65 or older o payable lo benefit recipients 65 o olcer or
domiciled in Alaska alter retirement. The  cisablty benefit recipients regardless of - disahity benefit recipients regarcless of
allowance is $50 or 10% ol the bese ageWworennln domiciled nAaska dlter & evdmermlndomcﬂed n askaafter
benefit, whichever is greater. rement. The llowance is$50 or 0%l retirement. The allowance 15 $50 or 10% of
base heneit, whichever is greater

*C 'welne<s service includes all service used in the calculation ol a retirement bengfit,

TWrtV Entered on or after 7/1M

Pre-tax employee contribution:
8% al employees o
employee may make aditional contributiors.

5% DC Acoount
1.75% Health Plan - cetermined by annual actuerial valuation alter FYO7.

I-RA FIaIdoIIararmunt r en'\doyee based on 3Y% of the employer's average
annual e nggilon : PO J

i Dw&f) ty-PIF 3 Atothers

100% vested |nerro|0yeecontr|but|0nsfrorn| on Vested inemployer
contributions based ol the following schedle: 2% after 2 yean 0| ser\nce
S0%after 3 years, 15% a]‘ter4yearsand 100% after five years.

None for investment acoount, Taxes and penalviea may apply if withcrawn

before age 59-L/2. See requirements for Retirement Veckai Coverage.

DC acoount balance plus nvestment eamings. May be rece|ved in severaJ
different peyment (ponons Payout |onsmdudeu sumpa

rollovers toanothe uahﬁedﬁ(gno |t|es Annui esnaybetakenasa
lifetime annuty; Jomtand sur\nvorarmny or lor apeuod certain.

None provided

G - ¢ w. r.iruibcoki'pers tier chart doc (ftev. 9/0S)


http://www.State.ak.us/drb
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Viema detailed information may be found on the Division website, WWW.State.ak.US/drfa. or inthe PERS Information Handbook,

Tierl /111 +6/30/16

PRPA increases granted onanad hoc
basrs IIanadhocrtnoI E%anted tierl
?e%ﬁ&r%eﬁe%‘éﬁ‘e o Boears oAl
the aut T%eautorratrcl% PA
Iegrslated n 1966 ﬂ)lred todll members
recjarcless of hire dete

Medica covera IS ﬁ)rovrded toall benefit
recipients and their el

The retiree medical plan premumis perd ty
the refirement system

Disability benefrts for members.
nonoocuipetional disablity benefits are
calculated as a normal rétirement

Occupetronal cisabilty provices 40% ol the
gross monthly co ion. Different
occupatronal disability formula available
before 7/1/76

TierN  Entered on or after 7/UV6

Autorratic PRPA adjustments to disabled
members, retirees 60 and over, and those
who have repeived benedits or S years.

\edical coverage s provided to
disabilitants, re%ardless 0l age and henefit
recipients over 3ge 60 or
* Peace ofticer/lire members with 25
years ol police/lira service
«all other members with 30 years of
mermbership service

and thelr eti dede ndents. The
[ |remen[ Paggsthe retiree medical
and suvivars
under age 60 mrst pay the full premium
cost If they went coverage.

Disabolity benefits |or members.
nomccupatronal disablity benefits are
calculated as a normyel rétirenent
QOccupationd drsebrlrty provrdes 40%ol the

0r0ss nnnthlyoorrpe

service inclucles all service used in (he calculation of a retirement benefit.

TierH Entered on or after 7/U/M
the base benefit, whichever is greater

Automstic PRPA adjustments to disabled

members, retirees

and over,

and tnose

who have regeved benefits for 5 years.

Same as Tier Il However, employees st
accrue a minimumo 10 years of credrted
servrce 0 havesystemgar ooverage

0)feesemumsaslo as
vvrsh corrtrnue rrr)redml coverag?eg Wr’

Disability benefits for members:
nonoccupational clisablity benefits are
calculateal as a normal rétirement.

Qccupationg) disabil
gross monthly compe

ovldes 409 of the
tion

TterlV InAddnor*WW V

None provided

Access to rredrcal coveraae a I\/bdrcare elrgrble agevrrlh 10 ears 0l servrce or

atany age wih 25years service for peac? offiodrs and | fters or wifh

earso service lor all oghers. Mot refire clrectty from the em Ilmtelrgrble
care, rmust pay Tul premium

Use health reirmbursement arrangement (HRA) agcount to pay premiums
grlyrcetre HRA s exhausted, rrerrgepgelf pa(ys prgmurrs P

When eligible lor Medicare, the percentage of premiumpaid by tie retiree or
SUVIVING SpOUSe IS

10 14 yearsofservrce *«30%
15-19 fears - 25%

20-24 years « 20%

25 j9{ears- 15%

30 yedrs or more-10%

Must be a total and presumably pe
related to rforrranceofdutresofthejoboranon ejob In
A40%of salary, eams service while on occupational i |ty

contrnues to'make all required contributions as |fthe memee rvrere lrg
Usthe rrerrrr%srggabfdcomrrbunonstotre DC acoourt, without deduction
omtheme

Disability benefits cease when the member becomes eligible for normel
retrrerrerrratl\/kadrcareelr ible age andlgnyearsofservrceorai any age with 25
mr&)g service for peace offrcers and firefighters or wi'h 30 years of service for

g’&j férrﬁg%srgt\raﬂable to members receiving disability when mermber is

rmanent disability whose cause is directly
Benefrt 1S

GoHicNastaiokiiatwdatdcRv 90
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Alaska Division of Retirement and Benefits
Teachers’ Retirement System (TRS) Plan Comparison Chart

Tier 1
July 1,1955 -June 30,1990

Pre-tax employee contribution:
8.65% beginning 1/1/91

Determined by annual actuarial valuation.
Members vest with 8 years of service.

Normal retirement a%e 1555, With &
Service.

Bengfit formula is 2% for the first 20 ¥ears and all years of

service, prior to July 1,1990,2 5% thereafter. Benefit
calculation is getermined on the average of the high three
contract salaries.

An Alaska Cosl-ol-Living Allowance is payable lo benefit
recipients who remain domiciled in Alaska after retirement.
The allowance is 10% of the base oengfit.

_ retirement at age 50;
teachers can retire at any age after 20 years of r -nb@rship

Tier I
Entered on or after July 1,1990

Pre-tax employee contribution:
8.65% heginning 1/1/91

Determined by annual actuarial valuation.

Members vest with By " o f service,

Normal retirement age is 60, with early retirement at age
55; teachers can retire at any age aftér 20 years of
mem’ rrship service,

Benefit formula is 2% for the first 20 years, 2.5%
thereafter, Benefit calculation is determined on the
average of the high three contract salaries.

An Alaska Cost-of-Uving Allowance is payable lo benefit
recipients 65 or olcler or clisability benerit recipients
regarcless of age who remain domiciled in Alaska after
refirement. The allowance is 10% of the base benefit.

%tﬁwm%&%@%mwwwsme.ak.US/drb, inthe TRS Imoimetion Handhoook.

Ttorll
Entered on or after July 1,200
Pre tgg} employee contribution:
0
Employee may make adoitional contributions.

7%-DC account . . .
&\/7(?7% Health Plan - determined by annual actuarial valuation after

HRA - Flat dollar amount per employee based on 3% of the
employer's average annual employée compensation.

100% vested in employee contributions Irom inception. Vested in
employer contributions based onto Mowmg schedule: 25%
after 2 years of service, 50% after 3 years, 75%aflsr 4 years and
100% arter five years.

None lor investment account Taxes and penalties may apply if
withgrawn before age 591/2. See requirements tor Rétirement
Medical Coverage.

DC account balance plus investment eamings.

None proviced.



EMt Tterl TtorN
ure 1 Juty 1,1955-June 30,1990 Entered on or after July 1,1990
ta | Retirement Pension PRPA increases granted on an ad hoc basis, Ifanad hocis — Autometic PRPA acjustments to disabled members,
ttfrrtnante (PRPA) not granted, tiey [ employees must be a?e 60 or over or retirees 60 and over, and tote who have received
itehtfon protection) receiving benefits tor 8 |}(oars toqualifyforto autometic ~ benefits tor 8 years.
PRPA The automatic PRPA legislated in 1990 gppfoed o
i al members regarcless of hire date.
IMwnvm Megical coverage is provided to a benefit recipientsand ~~ The retirement afstem paysto retiree medical plan
M eal Covtrtge Iheirefigibte dependents. The retiree medical plan premium  premium tor al disabitants regardless o<age, for retirees
t IS pald%ythe retirement system, end survivors over age 60 and for retirees vt at least 25
years of membership service. This coverage ingudes
eliible oependents. Retirees and survivors under age 60,
with ess than 25 years of membership service must pay
the full premium cost if they want coverage.
<
1
N
t DMbWy Benefits Disability benefits are 50% ol base salary, plus 10% tor Disability benefits are 50% of base salary, plus 10% for
/ eﬁclg ef%iUe dependent child up toa rm%r?um old eﬁclg el%Me tlependent childup toa rm%r?um of4
children. chiloren.

*(lip miaied informetion may bekxjnd on the Divisianwebske, WWW. Stat6 .3 k. US/d. b, a inthe TRS Informetion Hardhook
B . ruipiKmPBhnn<Joo"Ksir* 2 chartdoc (Rev. 3/06)

TtefH!
Entered on or after July 1,2006

None provickd.

Access to medical coverage at Medicare eligible aﬁg/ﬁé/t\im 10years
of service or al any age with 30 Kears of service. Must retire
directty from U* system. Hnot ekgkle lor Medicare, must pay ful
premitim. Mey use health reimbursement arrangement RX{)e
account to pay premiums. Once the HRA is exfausted, member
seif- pays premiurs.

When eligible tor Medicare, the percentage of premium paid by the
retiree Or SUMving Spouse is:

10-14 years of service - 30%

15-19years -25%

20-24 Vears - 20%

25-29 years » 15%

30 years or more -10%

Must be a total and presumably permanent disabiity whose cause
i directly related to performanice of dlties ol the job or an on the

job injury. Benefit is 40% of salary, earns service while on

occupational disability. Employer continues to make al required
contributions as if the member were working, plus the member's
required contributions to the DC account, without deduction from
the member's disability payment.

Disability benefits cease when the member becomes eligible for
normal fetirement al Medicare eligible age and 10 years of service
orat anY age with 30 years of service. No medical insurance urtil
eligible Tor norml retirement.



Division Follows Retirement Legislation—
PERS Technical Clarification biil Passed by Legislature

T h e

1st Session

of the

25th Alaska Legislature

ended late in the night on May 16th. During the session, the Division was tracking the

following legislation (see below). Of the bills listed, only House Bill (HB) 95 ?O
SB 53 (Capital Budget) and SB 123 (Technical Clarification) passed out o

Eerating Budget),

the legislature

this session. Bills not passed In the 1st Session will carry over into the 2nd Session that begins
lanuary 15, 2008 The following table lists each bill with its status and a summary:

HB12 .
Full funding of PERS/TRS in
seven years

HB13
Pension Obligation Bonds

HB9S
Operating budget

HB97/SB 52

State aid to PERS/TRS school
district employers

HB 129
Past service cost offset

account

HB139SB63 |
Supplemental appropriations
for tax consulting/potential
litigation

HB1/9 o
Cost share plan to eliminate
unfunded liability

SB53

Capital budget

SB 123

Technical clarification bill

SB 125
PERS cost-share

Statu*
In House (H.) State
Affairs since lanuary

Passed H on April 26.
Referred to S. Finance

Signed into law on
lune 29

In H. Finance since
Feh. 22 and S. Finance
since lan. 19

In H. State Affairs
since mid-February

In H. and S. Finance
since mid-February

Referred to H. Finance
on April 4

Signed into law on
lune 29

Signed into law on
lune 6

H. amended version
transmitted to S. on
May 12

Sumary
Reguires payoff in seven Sye_ars of all TRS liability
and state’s share of PERS liability.

Authorizes government employers to issue ,Qen.s_ion
obligation bonds to help reduce unfunded liability.

Section 15 of HB 95 provides funds fbi employer
relief for the PERS and TRS.

Appropriates funds to reduce PERS & TRS school
district employer costs due to increased employer
contribution rates.

Establishes an account to aid PERS employers,
other tnan the state, pay for annual past service
contributions.

Appropriates funds to the division for tax consulting
services and an investigation relating to potential
litigation on behalf of the PERS & TRS.

Obligates the state to pay 80% of unfunded liability,
other employers 20%, and raises contribution rate
for active employees by 5% above current levels.

Section 55 of SB 53 provides funds for employer
relief for the PERS and TRS.

Clarifies retirement reform legislation passed in
2005 (SB 141) that created defined contribution
plans for the PERS and TRS.

Creates cost-share plan for PERS (like TRS) that has
same contribution rate for all participating employers,

You can follow the status of these bills and find more detailed information, including the full text, at
www.legis.state.ak.us/basis/start.asD. the "Bill Action and Status Inquiry System" (BASIS) page on
the Alaska Legislature's website. You can also go to the Division's home page, www state.ak.us/drb
and click on t e"Leﬁlslatlon" link under "Headlines." This will take you to a listing of bills under
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Position Paper Supporting
Senate BUI 183

The Public Safety Employees Association commends Senators Kim Elton, Lesil Mcguire, Johnny Ellis,
and Bill Wielechowski for introducing Sb 183. The bill gives PERS and TRS employees hired after July
1, 2006, the option of leaving the defined contribution plan and entering the defined benefit plan. New
employees will become members of the defined benefit plan after the effective date of the statute, should

SB 183 become law.

There have been numerous speculations that the difficulty recruiting police officers is because people
aren’t interested in working as cops nowadays. Is this because being a police officer is a less honorable
profession today than it was 20, 30 or 50 year ago? | think not. There were simpler times when an
officer’s only real concern was, so called, “fighting the bad guys” to protect society. Today, the officer is
troubled by a society where civil law suits are out of control; a work environment riddled with over-
zealous policies, voluminous procedure manuals, internal threats such as potential criminal charges even
for small practical jokes or acts of levity, armchair scrutiny of split-second life-threatening decisions, job
security threats based upon often unfounded allegations, enjoying fewer rights to job and life than the
criminals they arrest, training and education demands that rival the private sector; a court system that
considers officer’s testimony not credible without audio or video recordings; management philosophies
stuck in the 1950’s; and, compensation packages stuck in the 1960’s to 1980’s. This is a great work, to be
sure, and those in the profession today are no less dedicated to the cause than their predecessors; but, the
anguish is also great when the agencies and society they love and have swoni to protect no longer love
them. The profession has a toll and currently too much is being paid by the officers.

Consequently, the Department of Public Safety and most municipal police departments struggle to hire
enough recruits to staff them to fully authorized strength. As more laws are enacted to curb crime, Alaska
must hire the necessary number of public safety employees to insure that these laws are enforced.
Increased crimes involving gangs, drugs, and the internet supplement conventional crimes involving
violence, larceny, burglary, traffic, and theft violations. The public will be safer when public safety is at
full strength to enforce laws against those who choose to break them.

Hiring the most qualified and prepared prospects for careers in public safety and encouraging public
safety officers to continue their careers arc equally important. One valuable tool that the State of Alaska
historically used to both retain and attract persons to peace officer positions was its retirement system.
Alaska competes with other state and city departments, the military, and even private security firms for
officers and the defined benefit retirement system served as a valuable recruiting tool. Restoring defined
benefit retirement will make Alaska more competitive.

The defined benefit program has also been a valuable retention tool. Each year of work means increased
retirement. We are now concerned that the defined contribution plan may actually encourage shorter
lengths of service by officers in Alaska. The retirement system for those hired since July 1, 2006,
accommodates an officer who becomes trained in Alaska, becomes an experienced asset to Alaska,
establishes a 401K type savings account, then, decides to take full advantage of the portability of the
retirement plan and leases our state for another. Remember, this officer not only takes his or her 401K
but also removes a valuable asset to another state that was trained and experienced at Alaska’s expense.

As our experience drains to other states, Alaska will find itself investing more training dollars than
necessary to offset the loss. Restoring a retirement program that is an incentive for recruitment and an
encouragement for continued service is good public policy. Such a program is a prescription for
improved public safety and greater peace of mind by those who depend on the men and women of public

safety to keep their communities safe.

Certainly, my testimony today will not persuade all to return to a defined benefit retirement. However, it
is my hope that you will pass this bill out of this committee and allow it to be heard by the next. Thank

you.



